(1-1998)

SAVI NGS | NCENTI VE MATCH PLAN FOR EMPLOYEES OF SMALL EMPLOYERS
(SI MPLE I RA Pl an) under 8§ 408(p) of the Internal Revenue Code

Li sting of Required Mdifications and |Information Package

This informati on package contains sanples of plan provisions that
satisfy certain specific requirenents of the Internal Revenue
Code as anended through the Taxpayer Relief Act of 1997 (P.L.
105-34). Such | anguage nay or may not be acceptable in specific
pl ans, depending on the context. W have prepared this package
to assist sponsors who are drafting plans. To expedite the
revi ew process, sponsors are encouraged to use the | anguage in

t hi s package.

(1) Statenent of Requirenent: Definition of Enployer, Code
§ 414(b), (c), (m and (o).
Sanmpl e Pl an Language:

("Enpl oyer") establishes this SIMPLE
| RA Pl an under § 408(p) of the Code.

If the Enployer is a nmenber of a controlled group of corporations
(under 8§ 414(b) of the Code), a group of trades or businesses
under common control (under 8 414(c)), an affiliated service
group (under 8 414(m) or is required to be aggregated with any
other entity under 8§ 414(o0), then for purposes of this SIMPLE | RA
Plan, the term "Enpl oyer" shall include the other nmenbers of such
groups or other entities required to be aggregated with the

Enpl oyer .

(2) Statenent of Requirenent: Eligible enployers, Code

§ 408(p) (2) (O (i).
Sanmpl e Pl an Language:

An Enpl oyer may establish a SIMPLE I RA Plan for a cal endar year
if the Enpl oyer had no nore than 100 enpl oyees who earned $5, 000
or nore in Conpensation fromthe Enployer during the precedi ng
cal endar year (the "100-Enployee limt").



I f the Enpl oyer maintaining this plan exceeds the 100- Enpl oyee
limt for a particular calendar year, the Enployer is treated as
neeting the 100-Enpl oyee limt for the 2 cal endar years foll ow ng
t he cal endar year that such Enpl oyer |ast satisfied the 100-
Enployee limt. |If the failure to continue to satisfy the 100-
Enployee |limt is due to an acquisition or simlar transaction,
the 2-year grace period applies only if the Enployer satisfies

t he provisions of 8§ 410(b)(6)(C) (i) of the Code.

(3) Statenent of Requirenent: One-plan requirenent, Code
8§ 408(p)(2)(D).
Sanmpl e Pl an Language:

The Enpl oyer cannot contribute to this SIMPLE | RA Plan for any
cal endar year if the Enployer maintains another qualified plan
Wi th respect to which contributions are made, or benefits are
accrued, for any Enpl oyee's service for any plan year begi nning
or ending in that cal endar year (the "one-plan requirenent").

For this purpose, a qualified plan is defined in 8 219(g)(5) of
t he Code as:

a plan described in 8 401(a) that includes a trust exenpt
fromtax under 8 501(a); an annuity plan described in 8 403(a); a
pl an established for its enployees by the United States, by a
State or political subdivision thereof, or by an agency or
instrunentality of any of the foregoing (but not an eligible
deferred conpensation plan within the nmeaning of § 457(b)); a
tax-sheltered annuity plan described in 8 403(b); a sinplified
enpl oyee pension (SEP) plan described in 8 408(k); and anot her
SI MPLE | RA Pl an described in § 408(p).

If the failure to neet the one-plan requirenment is due to an
acquisition or simlar transaction, the Enployer is treated as
neeting the one-plan requirenment through the end of the foll ow ng
cal endar year (through the end of the follow ng 2 cal endar years,
if permtted by 8 408(p)) provided that, during this period,

Enmpl oyees who woul d be enpl oyed by anot her enpl oyer involved in
the transaction had the transaction not occurred are not eligible
to participate in this plan.

Speci al Rule

The one-plan requirenent is not violated if the Enpl oyer
mai nt ai ns another qualified plan that limts participation to
Enpl oyees covered under a collective bargai ning agreenent



described in 8 410(b)(3)(A) of the Code and eligibility to
participate in this SIMPLE IRA Plan is limted to other
Enpl oyees.

(4) Statenent of Requirenent: Definition of enployee, Code
88 408(p)(6)(B), 414(n) and 414(o0).
Sanmpl e Pl an Language:

Enpl oyee neans a common-| aw enpl oyee of the Enpl oyer, and al so
i ncl udes | eased enpl oyees described in 8 414(n) and enpl oyees
descri bed under § 414(0) that are required to be treated as
enpl oyed by the Enployer. The term "Enpl oyee"” al so incl udes
sel f-enpl oyed individuals described in § 401(c)(1) of the Code.

(5) Statenent of Requirenent: Eligibility, Code 8§ 408(p)(4).
Sanmpl e Pl an Language:

An Eligi ble Enpl oyee is an Enpl oyee who neets the follow ng

requi renents (select either a or b and conpl ete applicable

bl anks):

[ ] a. Full eligibility. Al Enployees are eligible.

[ ] b. Limted eligibility. Eligibility is limted to each
Enpl oyee who is described in both (i) and (ii) bel ow

(i) Prior year conpensation. An Enpl oyee who has received
at | east $5,000, or , i f lesser, in Conpensation
during any 2, or (insert 0 or 1), if less,
precedi ng cal endar years (need not be consecutive); and

(ii) Current year conpensation. An Enployee who is
reasonably expected to receive at |east $5,000, or

, 1 f lesser, in Conpensation during the current
cal endar year

I f checked, the follow ng Enpl oyees are not Eligible Enpl oyees:

[ ] Enployees who are covered under a collective bargaining

agreenent if retirenment benefits were the subject of good

faith bargaining. NOTE: TH S BOX | S DEEMED CHECKED | F THE

SPECI AL RULE FOR THE ONE- PLAN REQUI REMENT I N APPLI ES.
(Note to reviewer: The blank should contain the cite that
corresponds to LRM # 3.)



[ ] Enployees who are nonresident aliens and who receive no
earned i nconme fromthe Enployer that constitutes income from
sources within the United States.

| f the Enpl oyer has been involved in an acquisition or simlar
transaction, by checking the box below, the foll ow ng Enpl oyees
are not Eligible Enpl oyees, but only for the cal endar year of the
transaction and the foll ow ng cal endar year (the follow ng 2

cal endar years, if permtted by § 408(p)):

[ ] Enployees who woul d be enpl oyed by anot her enpl oyer
involved in the (insert date of transaction)
transaction with the Enpl oyer had the transacti on not
occurred. NOTE: THI' S BOX | S DEEMED CHECKED | F

APPLI ES.

(Note to reviewer: The blank should contain the cite that
corresponds to the third paragraph (relating to an acquisition or
simlar transaction) of LRM# 3.)

(6) Statenent of Requirenent: Enployees' election periods and
pl an notice, Code 88 408(p)(5)(C, 408(1)(2)(C and
6693(c) (1).

Sanmpl e Pl an Language:

60- day el ection periods

An Enpl oyee who is an Eligible Enpl oyee for a particul ar cal endar
year must be permtted to nake or nodify a salary reduction

el ection during the 60-day period i medi ately preceding the

cal endar year, effective as soon as practical after receipt by

t he Enpl oyer (or, if later, the date specified by the Enployee in
the sal ary reduction agreenent) but not earlier than the first
pay period beginning in the calendar year. |In the case of an
Enpl oyee who beconmes an Eligi bl e Enpl oyee other than at the

begi nning of a cal endar year because 1) this plan does not inpose
a prior-year-conpensation requirenent, 2) the enployee satisfied
this plan's prior-year-conpensation requirenent during a prior
period of enploynent with the Enployer, or 3) this plan is first
effective after the beginning of a calendar year, the Eligible
Enpl oyee nust be permtted to make or nodify a salary reduction
el ection during the 60-day period that begins on the day pl an
notice is provided to the Enpl oyee and that includes the day the
Enpl oyee becones an Eligi bl e Enpl oyee or the day before. 1In this
case, the salary reduction election will becone effective as soon



as practical after receipt by the Enployer (or, if later, the
date specified by the Enployee in the salary reduction agreenent)
but any el ection nmade by the Eligible Enpl oyee may be nodified
prospectively any tinme during the 60-day period.

Q her el ection periods

In addition to the 60-day el ection periods described above,
El i gi bl e Enpl oyees may make or nodify their salary reduction
el ections during the follow ng el ection periods:

(I'nsert a period or periods [e.g., sem -annually, quarterly,
nonthly, or daily] that will apply uniformy to all Eligible
Enpl oyees.)

If an election is made or nodified during one of these other

el ection periods, it will becone effective as soon as practical
after receipt of the election by the Enployer or, if later, the
date specified by the Enployee in the salary reduction agreenent.

Pl an noti ce

The Enpl oyer shall notify each Eligible Enployee i nmediately
before each 60-day el ection period of the Enpl oyee's opportunity
to make an election. The notice shall include a copy of the
summary description as described in 8 408(1)(2)(B) of the Code.
(Section 6693(c)(1) provides that if an enployer fails to provide
one or nore notices, such enployer may be subject to a penalty of
$50 per day for each day that the failure to provide notice
occurs.)

(7) Statenent of Requirenent: Salary reduction elections, Code
88 408(p)(2) (A (ii) and 408(p)(2)(E).
Sanmpl e Pl an Language:

An Eligible Enployee may el ect to have his or her Conpensation
reduced by a percentage or a fixed dollar anount. The salary
reduction election shall be in witing and delivered to the
Enmpl oyer. The total anmpbunt of the reduction in the Eligible
Enpl oyee' s Conpensati on cannot exceed $6, 000 as adjusted by the
Secretary of the Treasury for cost-of-living increases under

8 408(p)(2)(E) of the Code. Such adjustnents will be in

mul tiples of $500.



(8) Statenent of Requirenent: Enployees' right to term nate
sal ary reduction el ections, Code § 408(p)(5)(B).
Sanmpl e Pl an Language:

An Eligible Enployee nust be permtted to termnate a salary
reduction election at any time. The term nation request nust be
in witing and becone effective as soon as practical after
recei pt of the request by the Enployer or, if later, the date
specified by the Enployee in the term nation request.

[ ] If checked, an Eligible Enpl oyee who term nates a sal ary
reduction el ection outside an el ection period nay not make a new
sal ary reduction election that is effective earlier than the

begi nni ng of the next cal endar year. However, if an Eligible
Enpl oyee term nates a salary reduction el ection during an

el ection period, the Enployee nust be permtted to nmake a new
sal ary reduction election during any subsequent el ection peri od.

(9) Statenent of Requirenent: Full vesting requirenents, Code

8§ 408(p)(3).
Sanmpl e Pl an Language:

The interest of an Eligible Enployee in the balance of his or her
S| MPLE | RA established under this SIMPLE IRA Plan is
nonforfeitable at all tines.

(10) Statenent of Requirenent: Enployer matching contributions,
Code 88 408(p)(2) (A (iii) and 408(p)(2)(O)(ii).
Sampl e Pl an Language:

Mat chi ng Contri buti ons

For each cal endar year, the Enployer nust nake a matching
contribution to each Eligible Enployee's SIMPLE | RA in an anount
equal to the Enployee's salary reduction contributions up to a
limt of 3% of the Enployee's Conpensation for the cal endar year.

For any year, the Enpl oyer may reduce the 3% limt if the
follow ng requirenents are net:

(1) The Iimt is not reduced bel ow 1%
(2) The limt is not reduced for nore than 2 cal endar years

during the 5-year period ending with the cal endar year the
reduction is effective; and



(3) Each Eligible Enployee is notified of the reduced nmatchi ng
contribution limt within a reasonable period of tine before
t he Enpl oyee's 60-day el ection period for that cal endar
year.

For purposes of (2) above, the limt is not considered reduced
for any year any SIMPLE I RA Plan of the Enployer is not in effect
or for any cal endar year with respect to which the Enpl oyer nekes
nonel ective contributions to a SIMPLE | RA Pl an.

(11) Statenment of Requirenent: Alternative 2% nonel ective
enpl oyer contributions, Code 8§ 408(p)(2)(B).
Sanpl e Pl an Language:

Nonel ecti ve Contri buti ons

For any cal endar year, in lieu of matching contributions, the
Enpl oyer nust make a nonel ective contribution to the SI MPLE | RA
for each Eligible Enpl oyee who receives at |east $5,000, or

, If lesser, in Conpensation fromthe Enployer for

t he cal endar year in an amount equal to 2% of the Eligible

Enpl oyee' s Conpensati on.

The Enpl oyer nmust notify each Eligible Enpl oyee of the

nonel ective contribution within a reasonabl e period of tine

bef ore each Enpl oyee's 60-day el ection period for that cal endar
year.

Conmpensation taken into account in determ ning the 2% nonel ective
contribution cannot exceed the Conpensation limt described in

8§ 401(a)(17) of the Code as adjusted by the Secretary of the
Treasury for increases in the cost of living in accordance with

8§ 401(a)(17)(B). Such adjustnments will be in nultiples of
$10,000. (The Conpensation limt for 1997 is $160, 000.)



(12) Statenment of Requirenent: Tinme for depositing
contributions, Code § 408(p)(5)(A.
Sanpl e Pl an Language:

The Enpl oyer nust make a salary reduction contribution to the
SI MPLE | RA established for each Eligible Enpl oyee under this
SIMPLE IRA Plan as of the earliest date on which the
contributions for an Eligible Enpl oyee can reasonably be
segregated fromthe Enployer's general assets, but in no event
| ater than 30 days after the end of the nonth in which the
contribution is withheld fromthe Enpl oyee's pay.

The Enpl oyer nust make the matching or nonel ective contri bution
to the SIMPLE | RA established for each Eligible Enpl oyee under
this SIMPLE IRA Plan no later than the due date for filing the
Enpl oyer's federal inconme tax return, including extensions, for
the taxable year that includes the |ast day of the cal endar year
for which the contribution is nmade.

(13) Statenment of Requirenent: Enployees' selection of financial
institutions, Code 8§ 408(p)(7).
Sanmpl e Pl an Language:

Unl ess the Enpl oyer has checked the box indicating that it has
sel ected a designated financial institution, the Enployer nust
permt each Eligible Enployee to select the financial institution
for his or her SIMPLE |RA

(14) Statenent of Requirenent: Designated financial institution,
Code § 408(p)(7).
Sanmpl e Pl an Language:

Designated financial institution

[ ] If checked, the Enployer will designate the financi al
institution at which SIMPLE IRAs will be established to receive
contributions for Eligible Enployees. A designated financi al
institution is a trustee, custodian, or insurance conpany (that

i ssues annuity contracts) that receives all contributions nmade
pursuant to this SIMPLE I RA Pl an and deposits those contributions
to the SIMPLE I RA of each Eligible Enployee.

Pursuant to the provisions of § 408(p)(7) of the Code, the
designated financial institution will notify Eligible Enpl oyees
in witing (either separately or as part of the plan notice



described in 8 of the plan docunent) that their SIMLE

| RA bal ances may be transferred wi thout cost or penalty to
another SIMPLE I RA in accordance with the withdrawal and roll over
provi sions under 8§ 408(d)(3)(0Q.

(Note to reviewer: The blank should contain the cite that
corresponds to LRM # 6.)

The designated financial institution for this SIMPLE IRA Plan is
(insert nane and address bel ow):

(15) Statenent of Requirenent: Definition of conmpensation, Code
8§ 408(p)(6)(A).
Sanmpl e Pl an Language:

Conmpensation means wth respect to an Enpl oyee the sum of the
wages, tips, and other conpensation fromthe Enployer subject to
federal inconme tax withholding (as described in § 6051(a)(3) of
the Code) and the Enpl oyee's salary reduction contributions nade
under this plan, and, if applicable, elective deferrals on behalf
of the Enpl oyee under a 8 401(k) plan, a SARSEP, a § 403(b)
annuity contract and conpensation fromthe Enpl oyer deferred
under a 8 457 plan required to be reported by the Enpl oyer on
Form W2 (as described under 8§ 6051(a)(8)). Conpensation does
not include any anounts deferred by the Enployee pursuant to a

§ 125 cafeteria plan.

For a self-enployed individual, Conpensation neans the net
earnings fromself-enploynent with respect to the Enpl oyer

det erm ned under 8 1402(a) of the Code prior to subtracting any
contributions nmade pursuant to this plan on behalf of the

i ndi vi dual

(16) Statenent of Requirenent: Rev. Proc. 87-50, 1987-2 C. B.
647; Rev. Proc. 97-29, 1997-24 |.R B. 9.
Sanmpl e Pl an Language:

This SIMPLE | RA Pl an nust be used with an Internal Revenue
Service nodel I RA, Form 5305-S or 5305-SA, or a Service-approved
prototype SI MPLE | RA



(17) Statenent of Requirenent: Wthdrawals nmust be permtted,
Code 88 408(p)(3) and 408(k)(4).
I nstructions:

Del ete any | anguage that prohibits or restricts participants from
maki ng withdrawals fromtheir retirenment accounts at any tine.

-10-



(18) Statenent of Requirenent: Plan anendnents.
Sanmpl e Pl an Language:

Any anmendnent to this SIMPLE | RA Pl an can becone effective only

at the beginning of a cal endar year and nust conformto the
content of the plan notice for the cal endar year.

-11-



Notification to Eligible Enpl oyees

. Opportunity to Participate in the SIMPLE I RA Pl an

You are eligible to make salary reduction contributions to this
SIMPLE IRA Plan. This notice and the attached sunmary
description provide you with information that you shoul d consi der
before you deci de whether to start, continue, or change your

sal ary reduction election.

[1. Enployer Contribution Election

For the cal endar year, the Enployer elects to
contribute to your SIMPLE | RA (Enpl oyer nust select (1), (2), or

(3)):

(1) A matching contribution equal to your salary reduction
contributions up to alimt of 3% of your Conpensation (as
defined in § of the plan docunent) for the cal endar
year ;

(Note to reviewer: The blank should contain the cite that
corresponds to LRM# 15.)

(2) A matching contribution equal to your salary reduction
contributions up to a limt of % ( Enpl oyer nust insert
a nunber from1l to 3 and is subject to certain restrictions)
of your Conpensation for the year; or

(3) A nonelective contribution equal to 2% of your
Conpensation for the year (Conpensation being limted to
$160, 000*) if you are an Enpl oyee who nmakes at | east

$ (Enpl oyer must insert an anmount that is $5,000 or
|l ess and is the sane as in 8§ of the plan docunent) in
Conmpensation for the year.

(Note to reviewer: The blank should contain the cite that
corresponds to LRM# 11.)

[11. Admnistrative Procedures

-12-



If you decide to start or change your salary reduction election,
you must conplete the salary reduction election and return it to

(Empl oyer shoul d designate a place or an individual) by
(Enpl oyer should insert a date that is not |ess than
60 days after notice is given).

(Note to reviewer: |If the plan permts each participant to
select a SIMPLE IRA (at the financial institution chosen by the
participant), then the follow ng should be included in this
notice.)

| V. Enployee Selection of Financial Institution

You nust select the financial institution that will serve as the
trustee, custodian, or issuer (in the case of annuity contracts)
of your SIMPLE IRA used with this plan and notify your Enpl oyer
of your sel ection.

* This anount will be adjusted to reflect any annual cost-of-
living increases announced by the I|IRS.

(Note to reviewer: The plan's notification formis not required

to be submtted to the Service in order to receive an opinion
|l etter on the plan.)

-13-



Sal ary Reduction Agreenent

|. Salary Reduction Election

Subj ect to the requirenments of the SIMPLE I RA Pl an of
(nanme of Enployer) | authorize

% or

$ (whi ch equal s % of ny current rate of pay)

to be withheld fromny pay for each pay period and contributed to
my SIMPLE | RA as a sal ary reduction contribution.

1. Maximum Sal ary Reduction

| understand that the total amount of ny salary reduction
contributions in any cal endar year cannot exceed $6, 000.*

1. Date Salary Reduction Begins

| understand that ny salary reduction contributions will start as
soon as permtted under the SIMPLE | RA Pl an and as soon as

adm nistratively feasible or, if later,
(Fill in the date you want the sal ary reductlon contrlbutlons to
begin. The date nust be after you sign this agreenent.)

V. Term nation of Election

| elect to termnate ny salary reduction election on

(Fill in the date you want the sal ary
reduction contributions to end. The date nust be after you sign
this agreenent.)

V. Duration of Election
This salary reduction agreenent replaces any earlier

agreenent and will remain in effect as long as | renmain an
El i gi bl e Enpl oyee under the SIMPLE IRA Plan or until | provide ny

-14-



Enmpl oyer with a new sal ary reduction agreenent as permtted under
this SIMPLE | RA Pl an.

Si gnature of Enpl oyee
Dat e

(Note to reviewer: |If the plan permts each participant to
select a SIMPLE IRA (at the financial institution chosen by the
participant), then the follow ng should be included in this
agreenent.)

VI. Enployee Selection of Financial Institution

| select the following financial institution to serve as the
trustee, custodian, or issuer of ny SIMPLE |IRA

Nane of financial institution

Address of financial institution

SI MPLE | RA account nane and nunber

| understand that | nust establish a SIMPLE IRA to receive any
contributions nade on ny behalf under this SIMPLE IRA Plan. |If
the information regarding ny SIMPLE IRA i s inconplete when

first submt ny salary reduction agreenent, | realize that it

nmust be conpl eted by the date contributions nust be made under
the SSMPLE IRA Plan. If | fail to update ny agreenent to provide
this information by that date, | understand that my enpl oyer nmay
select a financial institution for ny SI MPLE | RA

Si gnature of Enpl oyee

Dat e
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* This anmobunt will be adjusted to reflect any annual cost-of-
living increases announced by the |IRS.

(Note to reviewer: The plan's enployee election formis not
required to be submtted to the Service in order to receive an
opinion letter on the plan.)
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